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Gentlomen:

Your application for ememption from Federal income tax ae an organizatiom
dencrided in sectiom 50i(e)(3) of the Intervnal Revenue Coda has deen

Y |
CULRIP Avtemn wre »

The {aformetion sulmitied diseloses that you inecorporated

. tc revresent all of the prorarty ownors in suddivialon;
to develop a better commmnity through the cooperation, oergamiszed effort,
224 finunaial support of $he proparty oWMIers; YO 1Dwwi v wpe_ 14 "ecmasliation
of the property valwes imn the subiivision; %0 ®#olleoct and expend &mes in
the interest of the subdivision and to emforce the comvenmnta ard restrictio
subsnrided to by the property oweers of tle subdivimion.

You are saihoriszed to have all ths powers emumerated in Article NN

B :° >~ B Yow-Profit Corporation Act and are subject to the
1limiLatiows cemtalned thersin.

Your Bylaws state theat membershi)p is chemn to all residemts and property
owaers of if such pays all dues ead
assescamnts. Axy member « noo~rwsident eutvoatically ceases

to be & members. Yeuw have sppro- ‘awtely [JJ] nemders. You bave a membarship

committee, soeial smmittes, duz [llestica committes, and restrictioas
mitmo

You state in your appliestisa tlut your asctivities incloade eaforciug the

deed restrictions, movimg vesant Jots in the subdivisicnh, sod keeping
your eutry sigus in good eeaditica.
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Section 501(c) of the Code Adescribes certaln organizations exem;t from
Federal intome tax under section 501(a) and reads, in pert, as follows:

*{3)Corporations, *"® fund, or foundation, organizad and
croxrated exoclusively for religious, charitable, scimmtific,
289 14terary, or educational purposes, or to foster national
or international amateur sports eampetitiom (but only if no
part of its sctivities involved the provipion of athletic
fagilitien or equipment), or for the prevantion of cruelty to
children or animale, no part of the net earnings wvhich imu-es
to the bdenefit of any privat: shaveholder or incdividual, no
substantial part of the sctivities of which is carrying on
paganda, or othervise attempting to influence legislation
except as otherwise provided in sudsection (h)), and which
Acaa wot participate in, or interveme in (1including the
publisiiiig == “'etributing of eiatzamys), auy political
csmpaign on dehalf of any cand{dite for pudblic offige.”

Section 1.501{c)(3)=2 of the regulations provides, in part, as follows:

"(a)(1)In order to be exempt as an organization descrided in
section 501(c)(3}, an organization must be both orxanized and
oreratad  ex:lusively 1or vus aor more of the purposes specified
in such seation. If an organisation fails tc meet either the
organizational t=sat or the operational test, it is not exempt.”

"(5)(1)(111)An organization is not organized exvlusively for
one or more exam™ purposes if its articles exyressly eupower
it to earry on, otherwise than as an insubstantial part of its
aotivitine, activitiss vhich are not in furtherance of one or
nore &y aupt purposes, even though sueh organization is, by the
terms of such artisles, created for s purpose that is no

broader than the purposes specified in section %501.c)(3).
[ 2 ) ”

“(b)(1)(1v)In no case shall an organization be conaidered to
be organized exclnmively for one or more exempt purposss, 1f,
hy the verms of 1ts articles, the purposes for vhich such
organization is creeted sre brosmer than the purposes specified
ir. nection 501(e@){(3). The fact that the actusl operations of
nict 1 orpanisation have been exciurively in furtherance of
one or rnors axenpt purposes shall not be cufficient to permit
the orianization to neat the organizavicnal test. Simdlarly,
110", an orzanisation will not meet the organizational test ns
as 1 ~ault of statements of other svidence that the memhers
tireni intend to operate only in furtnerance of one or more
axmyapt, purnoues., "



(3)

"(b)(h)Distribution of assets on dissolution. Aan organisation
is not organised exclusively for one or more sxeampt purposes
unless 1ts assets are dedicated to an exampt purpcse. An
orga~‘sation's assets will be considered 3~dicated to an

exempt purpose, for exsnple, 1f, upon dissolution, such assets
would, by remson of s provision in the organization’s articles
or by operation of lav, dy distridited for one or moro exempt
purposes, or to the Federal Goverument, or tc s 3tate or local
govermment, for a publie purpose, or would be distributed by a
eourt to another organizat’on to de used in such manner as in
the Judgment of the court will deat accomplish the genersl
purpcsas far wvhich the dissolved orgenisation was orgsnized.
Hovever, an Arganization does not mnet the organitationa’ test
1f ity articles or the law of the State in which 1% wvas created
proviie that its ansets would, upon dissolution, ba distributed
to its members or share! nldexrs.”

"(4)(1){(14) An organizatior is not organized or opers‘ed
axclusively for one or more of the purpose specified in
subdivision (1) of this » bparsgraph unless it serves 1 pudblic
rather than a private interest. Thus, to meet the requirement
cf this subdivision, 1t is necessary for an organisation to
establish that it i{s not organiced or operated for the denefit
of private interest such as designated individuals, the creator
or hiaz family, shareholders of the urganizatinar, or persons
controiled, diree’.ly or indirectly, by such private interest.”

Or: the basis of the information aveiladble, we have concluded that you
are not srganiied or operatal exclusively for ore o~ more purposes as
specified in section £01(e)(3) of the Ccde.

You are organized to represant your memdersa' inter *w« and to ,rotect

the property valuss in the subdivision. These ar. .t purposes under

gaction 501(c)(3) of tha Cole. You do not have auy dedication of your

asprts to charitadle purposes as required by Treasury Remu. ilons 1.501(e)(3)-
1(b)(k.. Thus you do not meet tha orpanizationsl test of s _tion SO1(c)(3).

Tour activities are directed to the personal “Yenafit of your meubders.

Y 1 are serving their pr!- te interests in thai only msmber landovners/residen
1wy Tnlly rarticinate In Lur activivies. Ry mowing urivately owned

1o vl nforenns deed 0 itrictions, ou ire rervin auly the landowneis’
interosis s Al the genera. mblie . recei~ ' ng little r no benefit.



Accardingly, it i{s held tha! you are not entitled to exenption from
Federal incame tax under section 501(a)(3) of the Code.

It followy, théerefore, that contributions to you are not deuuwurviose oy
donors und v section 170 of the Code.

If you agree vith these conclusicns or do not wish to file a written
protest, please sign and raturn Torm 6018 in the enclosed self-eddressed
envelope a8 8008 as possitle. You aliculd also file the enclosed Vedarsal
income tax retmynla) within 30 dnys with the Chief, Fmployee Plan/Txempt
Organination Division 1100 ccmmerce, Dallas, Texas T5242.

If you 40 not agree vith thrse eonclusions, yYou may, vithin 30 days from
the date of this letter, rfile in duplicate a drief of the facts, law,
and argunant that elearly sets furth your position. If you desire an
oral discussion of the issue, please indisate this in yowr protest. ™he
enclosed Pudlicetion 892 giver instruations for filing a protest.

If you 40 not file a protest vwith this offfice within 30 days of the ate
of this report or letter, *hia proposed determination wvill hacome final.

If you do not protut. this proposed deterzination in a timely manner,

14 2L YL icumidvawa vy e aterual Revenue Oarvice as a Cailare to
exhaust available administrative remedies. festion Th268(b)(2) of she
Internal Revemue Code provides {:. par® that, "A derlarat~ry Judsment v
decree under this seftion shall n~% he fssudd in any proceeding umlea«
the Tax Court, the Court of Claimse or the Sistrict sourt of the .mita!
States for the Distyiat of Columbin determines that the arganiszation
involved has exitausted administrative remedies availadbla %0 1t wvisain
the Interual Revemie Servias.”

this determination letter bauomes a final Adetermination, we wil}l
notify the apy ,.riate 8.ats Otficiala, as required by seetion §104(c:
of the Code, that dased on the (nformation we have, Ve are unadlc *-
rooocn.%u you as an organizaticn of the type desearibed in Cods section
so1(e)(3).

Ar homeowvners' associs’ion, you may qualify for trsatmeit under seot{-n
520, n aection of the Code created by the Tex Reform Act of 197K, In
this 'a ter wve arc not rulling on the quest on of vhether you qualify for
trar aaent unler section 528, Rowever, if ‘ou belisva you qualify fnr
wuch vreaunenrt, ou should file FPorm 1120-K vhar due,

Sinceraly,

.
Oimtri:* "drector
“nclosuren:
“orm LOLY
Form 1120
Fora 117°0-





